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Financial capacity of local governments as the ultimate expression of the local 
government's effort to act on the results of subjective and objective environment. 
But local governments geographical location, level of historical development, 
economic growth, the number of different resource endowments, as well as 
differences in policy environment and so on, resulting in a subjective effort of local 
governments are also different. In the higher level of economic development, 
resource endowments abundant number of areas, subjective tax effort of local 
governments can not get to the desired larger corresponding financial resources to 
support public spending. In contrast, in economically underdeveloped areas, the local 
government to obtain the appropriate financial support common expenses may 
require a larger effort subjective. Next in order to facilitate comparative analysis of 
different local governments subjective degree under different conditions, the paper 
selects the appropriate model and method, and strive through in-depth analysis, 
excavated factors affecting local government tax effort, as well as stripping out the 
objective environment conditions and easier to compare horizontal and vertical 
extent of subjective efforts among local governments. These comparative analysis, so 
the central government at the time of the system corresponding tax reform and fiscal 
policy management, to understand the local government's initiative to a greater 
extent, to make our tax system more efficient and full of meaning. 
Most scholars first came to the corresponding (basically provincial data), the size 
of the tax effort index will be a horizontal and vertical contrast, comparison between 
the tax effort of regional differences. After recombination-related policies, the 
indicators linked to other policy variables considered together. Because the focus of 
the research content of this article is still in the relationship between effort and 
tax-related policies. But the difference is, this article will be the choice of 
prefecture-level city data, sought more detailed specific mining tax paid to the 
relevant tax policies affect the efforts of local governments, but also further verify 
















intends to introduce Pesaran (2006) proposed cross-section of the relevant 
heterogeneous dynamic panel data regression method, the "tax handle" law and 
these are ignored or "tax handle" with Chinese characteristics can not be observed 
(ie, common factor) estimated, and after controlling for these factors together, the 
resulting individual heterogeneity factor that is the model residuals can be more 
reasonably accurate estimates to the extent of the efforts of local government 
taxation subjective. From previous literature in the tax effort Excluding the impact of 
common factors, further analysis of the impact of these neglected in the traditional 
"tax handle Act" or unobservable factors on the level of local government tax. That is 
stripped from the so-called tax effort objective factors, and to give local governments 
the subjective evaluation and measurement of tax to the value of effort. 
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